ET 74-082 


AND THEIR IMPLICATIONS FOR 
THE UNITED STATES 


RELEASED BY THE U.S. DEPARTMENT OF COMMERCE, Domestic and international Business Administration, 
Bureau of international Commerce 


AUGUST 1974 


Frequency: Annual American Embassy 
Supersedes: ET 73-075 LOME 


TOGO 


TABLE OF CONTENTS 


KEY ECONOMIC INDICATORS 
SUMMARY 
CURRENT ECONOMIC SITUATION AND TRENDS 


IMPLICATIONS FOR THE UNITED STATES 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual Subscription, $37.50. Foreign 
Mailing, $9.40 additional. Single copies, 25 cents, available from NTIS, U.S. Department of Commerce, Springfield, Va. 22151. 





KEY ECONOMIC INDICATORS 


All values in millions U.S. dollars Official Exchange Rate as of July 1, 1974 
unless otherwise indicated. $1.00 = 244 CFA francs 1/ 


Statistics are for end of a given 
year unless otherwise indicated 


B D 
1972 % Change 
1972-1973 


GDP at current prices 337 NA 
Estimated population (000) nt 2,100 
GDP per capita 160 NA 
Domestic Credit Oustanding 27.92/ hh .02/ 
Money Supply 59.52/ 51.3¢/ 
Commercial Interest Rate 6.5-11.0 6.5-11.0 
Central Government Budes 48.2 53.3 
Public Debt Outstandi 53.3 58.1 

Domestic 12.0 16.0 

External 41.3 42.2 
External Debt Service Ratio (%) ‘ 
Foreign Exchange Reserves 18, 
Balance of Payments 
Production of Major Items: 

Phosphate (000 metric tons) 

Cocoa (000 metric tons) 

Coffee (000 metric tons) 

Palm Kernels (000 metric tons) 
Electric Power Consumed (000 KWH) 
European Consumer Prince Index 1961=100 
Total Exports, FOB 

Exports to U.S. 

Total Imports, CIF 

Imports from U.S. 

Imports from France Z 

Imports from other EEC countries 19. 

Main exports to U.S. in 1973 (FOB): Coffee 2,500 M.Tons, $1.0 millio 

Main imports from U.S. in 1973 (CIF): Tractors and machinery, 698 M. Tons, 
$975,428; Frozen and other foodstuffs, 5,038 M.Tons, $935,561; Second hand 
clothing, 1,644 M.Tons, $518,057; Electrical Equipment, 83 M.Tons, $266,368; 

Raw and Manufactured Tobacco, 107 M.Tons, $323,571. 
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1/ Exchange rates have fluctuated widely since 1971. Therefore, an average rate 
$1.00 = 255 CFA francs is used in the table for purposes of comparing different 
years. 


2/ As of October 31. 3/ Embassy estimates 


Sources: Ministry of Commerce and Industry, Ministry of Rural Economy, Central 
Bank of West African States, Ministry of Finance, Ministry of Plan 





SUMMARY 


The predominantly agricultural Togolese economy today presents a mixed picture 
of declining agricultural output contrasted with gains in the small but 
growing industrial base. Production and export of most major crops in 1973 
are below 1972 levels and significantly lower than the bountiful seasons 

of 1970 and 1971. Cocoa, once Togo's best foreign exchange earner, exhibited 
its worst performance in ten years. Reflecting the malaise in the rural 
economy, implementation of the current Five Year Development Plan is 
considerably behind schedule. Inflation, a chronic problem in Togo, has 
increased noticeably in the past six months, due in large measure to rising 
fuel costs. Togo's import bill will be bigger than ever in 1974, but the 
burden will be eased by the soaring income Togo will receive for its most 
valuable natural resource - phosphate rock. Phosphate prices have quadrupled 
since the beginning of 1974, and in February of this year, the Government 
nationalized the phosphate industry. Subsequent negotiations with the former 
private shareholders, including an American firm, resulted in a mutually 
satisfactory compensation settlement. Commercial activity has not picked up 
substantially from its 1972 doldrums, although construction is beginning to 
show new signs of life. Togo continues to boast political and fiscal stability, 
and as a member of the West African Monetary Union enjoys a sound currency 
within the franc zone. 


United States-Togolese relations are most cordial. American exports to Togo 
fell in 1973, but should do better this year if businessmen take advantage 

of the country's sudden increase in buying power derived fram phosphates. 

Togo levies no discriminatory tariff on imports; thus American goods compete 
freely on the local market. Traditionally good sellers are heavy equipment, 
electrical machinery, used clothing, tobacco products and foodstuffs. In 
addition, several large development projects in the fields of limestone mining, 
cement production, fertilizer manufacturing, and road construction bear watching 
for trade possibilities. After the nationalization of the phosphate mines, 
American direct private investment in Togo is miniscule. However, the Bank 

of America recently appeared as a shareholder in a newly created Togolese 
commercial bank. The United States has an Investment Guarantee Agreement and 
a Treaty of Amity and Economic Relations with Togo. 





CURRENT ECONOMIC SITUATION AND TRENDS 


Rural Economy Continues Downward Trend... 


In a country where 85% of the population is dependent on agriculture and 
ultimately on the climate, the past two years have not been very fruitful. 
While Togo is largely untouched by the Sahel drought, it has not escaped 
adverse weather that has cast a pall on the agricultural economy. Earnings 
to cash crop farmers plummeted in 1973 from $13.1 million to $6.4 million, 
@s production of major export crops fell considerably. Hardest hit was 

the 1973 cocoa crop which declined 50% to its lowest level since 1963 
(13,300 metric tons). The drop can be attributed to a number of factors: 
poor weather, aging trees, and the greater activity of the Ghanaian border 
guards, who have reduced the movement of "clandestine cocoa" over the 
Ghana-Togo frontier. The present cocoa campaign which began last October 
is running 50% below last year's levels and 66% behind the campaign of 1972. 
The coffee harvest improved, with 6,700 metric tons compared with 6,000 m.t. 
crop in 1971. Officials of the Togolese agricultural marketing board (OPAT) 
cannot be too enthusiastic about the present cash crop situation, but one 
area gives more reason for optimism: cotton production, although still 
relatively small, has been steadily increasing to 7,000 metric tons in 

1973. Recently, the government and OPAT set up an autonomous public agency, 
Societe Togolaise du Coton, to provide technical and administrative 
assistance to cotton farmers and plantations in order to improve and 
expand production. 


The record of most other cash crops is decidedly poor. OPAT's peanut 
purchases dipped for the third straight year to 1,500 metric tons 

(compared with 6,000 in 1970), and government officials do not foresee a 
vigorous rebound this year. Production of minor crops such as coprah, castor 
oil seeds, and palm oil kernels have all declined in the past three years 

and have nearly disappeared from Togo's export market. 


With only 20% of the country's available land under cultivation and faced 
with a slump in the rural economy, the Togolese Government has launched a 
nationwide campaign to encourage a return-to-the-land movement. As a 
first step, the Government issued a decree in February 1974, providing 
incentives to those who are ready and willing to take up the hoe. The 
decree stipulates that uncultivated land may be acquired by any Togolese 
who wishes to develop it; the Government reserves the right to expropriate 
land in the national ami public interest, in order to resettle people and 
Yationalize agricultural development. In June 1974, President Eyadema 
announced increases in prices paid farmers for certain cash crops - 
coffee, cocoa, peanuts, and cotton. In addition to promoting expanded 
production, Togolese officials hope that these measures will help stem the 
rural-urban migration which not only depletes the rural work force but also 
results in ever increasing numbers of unemployed wandering city streets. 


y OPAT purchasing prices per kilogram are as follows: coffee 35.44, 
cocoa 43.7¢, peanuts 14.5¢, cotton 16.6 to 18.7¢. 





eeeWhile Small Industrial Sector Gains 


In what is otherwise an unimpressive economic picture, the mini-industrial 
base, spearheaded by the dynamic phosphate industry, has shown important 
progress. Along with other producers of raw materials, Togo has not 
hesitated to maximize its revenues from its own principal natural resource - 
phosphates. Following Morocco's lead late last year, Togo tripled its 
prices to $45 a ton, and in January 1974, announced its unilateral decision 
to increase its shareholding in the Compagnie Togolaise des Mines du Benin 
from 35% to 51%. At the same time, the Government set up the Office 
Togolaise de Phosphates to market the product overseas. Several weeks 
later, an airplane carrying President Eyadema crashed in northern Togo. 

The President survived with only light injuries, but publicly accused the 
CIMB private partners?/ of an attempt on his life. He then promptly 
nationalized the entire company. Interestingly, the American partner 

in CIMB, W.R. Grace, was never mentioned publicly. Compensation 
negotiations were initiated shortly thereafter, and a settlement satis- 
factory to all sides was agreed upon within several months. 


In any event, operations at CIMB have continued unabated. In August 1973, 
a second mine, 10 kilometers fran the original site, came fully on strean, 
boosting 1973 production to a record 2.3 million metric tons, valued at 

7 billion CFAF ($29 million). Production moved smartly apace during the 
nationalization episode, scarcely affected by the tense situation after 
the crash, and Togolese officials now predict CIMB will reach its capacity 
production of 2.5 million metric tons in 1974, reaping unprecedented profits. 
In line with other African phosphate producers, Togo raised its price to 
$69 per ton effective July 1, 1974. As long as such prices remain in 
effect, the phosphate industry may be able to support the ailing agri- 
cultural economy. Should the balloon be burst, however, by the influx 

of Spanish Sahara ore on the world market, for example, the impact on 

the Togolese @onomy could be severe indeed. 


The Togolese are anxious to have the capability of transforming some of its 
phosphate ore into secondary products. The Government has gone into a 
50-50 partnership with a Belgian firm to construct a phosphoric acid 
fertilizer plant with a capacity of 300,000 metric tons of fertilizer 
(single super phosphate) per year. The project, requiring an investment 
of 12 billion CFAF ($50 million), is expected to get underway this year 
and begin operations in 1976. 


2/ In January 1974, the shares of CIMB were distributed as follows: 
W.R. Grace 30%, Togolese Government 35%, French interests 35% 





Togo's second largest industry, the Industrie Textile Togolaise, turned 
in its best year yet with an estimated output of 17 million yards of 
printed fabric; this, in spite of forced periods of inactivity due to 
insufficient water during the dry season. ITT is a joint Togolese-German 
venture which in recent years has diversified its line to produce cotton 
yarn and ready-made apparel, as well as cotton prints. 


Industry continues to expand in the fields of food processing, chemicals, 
plastics, and energy. The latter is of critical importance as Togo is 
focusing its attention on heavier industry (the above mentioned fertilizer 
plant, a 20,000 barrel per day oil refinery, and a limestone exploitation/ 
cement factory project). Togo and Dahomey constitute the Commnaute 
Electrique du Benin which shares electric power from Ghana's Volta River 
Akosombo Dam. As part of its expansion program, the CEB plans to build 

an electrical distribution system to feed the proposed cement factory. 
This latter project, high on the Government's priority list, is designed 
to exploit the rich limestone deposits in the southeastern part of the 
country and will be undertaken by a mixed company, the Ciments de l'Afrique 
de 1'Quest (CIMAO) in which the Governments of Togo and the Ivory Coast 
and a private French firm, Lambert Freres, each hold a one-third share. 
World Bank financing is being sought for this $100 million project. 


Work on the state owned oil refinery, begun in April 1973, is moving 
slowly but is still scheduled to become fully operational in 1976. 

The project is being built by two British companies and financed by a 
British loan. An American firm, Planet Oil and Mineral Corporation, has 
been contracted to operate the refinery. 


Fiscal Poli - Bigger and Balanced ets 


The balanced budget is considered sacred to the conservative Togolese 
money managers who have turned the trick again in 1974, for the seventh 
straight year. Set at $67.7 million, the national budget is 20% higher 
than the 1973 exercise, and may be considerably revised upward during 

the year to account for supplementary, phosphate-derived revenues. In 
the past, unanticipated high capital expenditures have caused overall 
treasury deficits, but there is reason to believe that this situation 
will be reversed in 1974. Togo is a member of the Banque Cgtrale des 
Etats de l'Afrique de l'Ouest and, as such, employs the CFA* franc, tied 
directly to the French franc at a parity of 50 CFA/1 French franc, assuring 
relative monetary stability. 


3/ Communaute Financiere Africaine 





Sober Appraisal of the Second Five Year Development Plan 


Reflecting the general economic malaise of the past two to three years, 
the 1971-1975 Five Year Development Plan (FDP) is behind schedule. A 
report issued by the Ministry of Plan in May 1974, analyzes the progress 
made during the first half of the Plan, and states frankly that the success 
of the first FDP (1966-1970) has not been carried over to the second. 
Ministry officials blame the current FDP's lackluster performance on the 
unstable world monetary situation, deteriorating terms of trade, adverse 
climatic conditions during 1972 and 1973, an imperfect internal production 
infrastructure, tighter international credit, and low levels of domestic 
consumption. Development projects in the rural sector were hit very 

hard with a record of implementation of only 27% after two and a half 
years. On the other hand, progress in the industrial sphere is quite 
satisfactory with a 61% record of implementation. However, the industrial 
sector comprises only 20% of all FDP expenditures, totaling $317 million. 
The other sectors of concentration - government facilities, transportation 
infrastructure and urban programs, socio-cultural programs, as well as 
rural development are all below 50%; the average FDP record is less than 
40%. While the pace of execution of the FDP will be increased in the 
remaining one and a half years, the prospects for achieving most target 
goals by December 1975 are not too good. 


Phosphates Dominate Fore Trade 


Togo narrowed its trade deficit in 1973, with exports covering 62% of 
imports as opposed to 58% the previous year. Exports had been declining 
in value since 1971, but rebounded slightly to $53.9 million, of which 
Togo's "big three" - phosphate rock, cocoa, and coffee - contributed a 
total of $45.6 million. Phosphate prices held fairly steady during 1972 
and 1973, while the volume of sales increased by 404,000 tons to a 

record 2.2 million metric tons, valued at $24.6 million. Given the current 
state of the booming phosphate market, this figure will easily be tripled 
in 1974. In contrast, cocoa exports fell sharply fram 27,000 metric tons 
in 1972 to 17,700 in 1973. Only a bullish futures market prevented cocoa 
earnings from slipping as badly. Nevertheless, income decreased from 
$14.6 to $13.6 million. Coffee sales fared no better. It is worthwhile 
noting that Togo's "big three" is being gradually reduced to a "big one"; 
the proportion of income derived from phosphate exports has risen steadily 
from 25% in 1970 to 46% in 1973, and could reach 75-80% this year. 


The warm glow in Togolese hearts resulting from these revenues will be 
somewhat cooled, however, by the rising import bill, spurred by soaring 
oil prices. While Togo is fortunate to possess a strongly marketable 
natural resource, she will not be spared the effects of worldwide in- 
flation. Local prices of petroleum products are up 50-60% since last 
October; of construction materials, machinery, and electrical equipment, 
20-30% in the past eight months. 





Although Togo is a, proponent (with Nigeria) of an enlarged West African 
economic community/4 >» traditional European oriented trade patterns have 
changed little since independence. France, West Germany, the Netherlands, 
and Great Britain are Togo's foremost trading partners. The United States 
ranks fifth among suppliers, capturing 4.4% of the Togolese market. Togo 
continues to be the sole francophone West African nation that does not 
discriminate against non-EEC imports. Goods from all nations compete 
freely and equitably with one another, a factor that the potential 
exporter should not overlook when considering new African markets. 


IMPLICATIONS FOR THE UNITED STATES 
andi E rt O rtunities 


Although trade with the United States fell in 1973, the prospects for 
increased American exports to Togo, already recording a 4 to 1 trade 
advantage, are good due primarily to Togo's brighter foreign exchange 
outlook. Rising phosphate prices will permit the Togolese Government the 
option of accelerating the pace of its lagging Five Year Development Plan. 
This would, in turn, make the diminutive local market more attractive to 
U.S. exporters. Of particular interest will be a $12.5 million, World 
Bank-financed road project aimed at repaving an 82 kilometer section from 
Blitta to Sokode on the main north-south axis, plus improving a number of 
secondary roads. The CIMAO project with its related electrification 
requirements may also present a lucrative trade opportunity to alert 
businessmen. 


Traditionally, certain categories of American projects have sold very well 
locally. Heavy road building machinery, popularized in Togo by the A.I.D.- 
supported Regional Road Maintenance and Training Center, enjoys a good 
reputation. The Training Center itself, which provides instruction in 

the use of heavy road building equipment to students of the Entente 
countries (Dahomey, Ivory Coast, Niger, Togo, and Upper Volta), will 
probably continue to be an important buyer of American products after 

this AID assistance ends in 1975. In the more generalized area of heavy 
equipment, the United States ranks first as a supplier of tractors and 
third, behind France and West Germany, in the sale of machinery, Electrical 
apparatus -- especially air conditioning units and generators, raw and 
processed tobacco, frozen and miscellaneous foodstuffs, and used clothing 
are key American exports that register consistent sales. 


4/ The basic principles of the Economic Community of West African States 
were hammered out at a 15 nation ministerial conference held in Lome 
last December. Although not yet formally established, the Community 
would eventually evolve into a free trade zone, similar in some respects 
to the European Common Market. 





New opportunities may open up in the fields of scientific research and 
laboratory equipment which would go into a planned Natural Resources 
Research and Development Center. Togo has recently received a $300,000 
Export-Import Bank loan for a feasibility study of the need for a 

$2.5 million scientific center for resource development. Exim financing 
is not new to Togo; the government has already benefitted from a 

$1.2 million loan and loan guarantee for the purchase of electrical 
materials in 1970 and a $128,000 loan for an agro-industrial feasibility 
study. In spite of the dim agricultural picture during the past few 
years, the Bank considers Togo to be credit worthy and predicts an 
upturn in the country's foreign exchange reserves. 


Togo exports very little to the U.S. However, for the first time in 
several years, U.S. food processors imported a substantial amount of 
Togolese coffee, 2,500 metric tons valued at $1 million, a considerable 
increase over the 1972 Togolese export sales of $26,000. 


The U.S. Assists Small Business 


Primed by a concessionary loan from the United States Agency for Inter- 
national Development, the Togolese Government's program to encourage 
the development of small enterprises has been given a needed boost. 

The USAID credit, including some technical assistance, is actually a 


direct $7.5 million loan to the Council of the Entente, which in turn 
reloans the funds to the member nations’ development banks. In 

August 1973, the Banque Togolaise de Developpement received the first 
tranche of a $1 million allotment. These funds will be lent to Togolese 
entrepreneurs at low interest rates which should further improve the 

U.S. export position in Togo since the loan monies are tied to procurement 
of American or African made products. 


Despite Nationalization Private Investment Still Welcome 


Investment opportunities in Togo are admittedly slight. Following the 
government's unprecedented action in nationalizing the phosphate industry 
in which a U.S. company, W.R. Grace, had a 30% interest, approaches 
should be made with due caution. Nevertheless, possibilities do exist, 
and the government continues to maintain an open door foreign investment 
policy. 


While the Togolese economy will be rejuvenated by increased revenues due 
to higher phosphate prices, a significant share of the development burden 





will continue to depend on private external sources. Togo's liberal 
investment code, offering up to 10 year custams duty and tax 
exonerations plus the right of repatriation of profits, remains in 
effect as an important inducement to foreign investors. 


Best areas for investment are in the agro-industrial fields where 

with proper controls, irrigation systems, and mechanized farming, the 
vagaries of the temperamental agricultural conditions could be minimized 
and profitable output sustained. Specific projects ripe for investors' 
inquiries include tobacco cultivation, processing of essential vegetable 
oils, sugar cane production and refining. Detailed information may be 
obtained from the Ministry of Plan, Lome, Togo. The complete range 

of OPIC investment services, including political risk insurance, are 
available to interested businessmen. 


An indication of continuing American business contact with Togo, in 
spite of the CIMB nationalization, is the establishment in June 197}, 
of the Banque Togolaise pour le Commerce et 1'Industrie in which the 
Bank of America holds an 11% share. In partnership with the Togolese 
Government, the Banque Nationale de Paris, and several other European 
banks, the Bank of America has expressed its interest in the country's 
development and possible investment opportunities. Heretofore, the 
sole U.S. banking presence was the First National City Bank of New York 
which maintains a 49% share of the Banque Internationale pour l'Afrique 
Occidentale. 


Not to be overlooked in the search for virgin markets, is the small, 
efficient, and relatively uncongested free port of Lome. Thanks to 
German and European Common Market assistance, the port is undergoing 
@ major expansion begun in January 1974, with the extension of the 
counter jetty and construction of a bulk minerals berth. Additional 
berths for fishing vessels and petroleum tankers are also envisaged. 
Since the port is a duty free zone, it makes an ideal base for re- 
exports to nearby countries. One company taking full advantage of 
this situation is Romex-Togo, a garment factory and distributor of 
used clothing to neighboring West African markets. Romex is 90% 
American owned. The Lome Port is located conveniently between the 
Ivory Coast, Ghana, Dahomey, and Nigeria and could take on added 
importance as a trade center should the proposed Economic Community of 
West African States become a reality. 
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